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THE BRITISH BUDGET AND SOCIAL REFORM 1 

TO attempt to describe a British budget in its entirety and 
to explain all its provisions would occupy a vast amount 
of time, doubtless far more than you would be disposed 
to give to the matter. Consequently I propose to state briefly 
the budget proposals and to deal rather more exhaustively with 
the underlying conditions in England that have produced the 
existing budget — the budget which has created so much con- 
troversy and which is so enthusiastically supported on the one 
hand and so strongly opposed on the other. 

The existing budget has been propounded in consequence 
mainly — indeed, I might say entirely — of the necessities of the 
situation. Every one in England, whether Liberal or Con- 
servative, recognizes the need of efficiency. For a long time 
past England has been exposed to an increased measure of 
competition from progressive neighboring countries as well as 
from the United States, and everyone realizes that the country 
must do all the things that are essential to its future progress. 
Difference of opinion arises only as regards the measures that 
ought to be taken under the new conditions that have arisen. 
The Conservatives have put forth a scheme of tariff reform 
which, they maintain, will increase the trade of the country, give 
greater employment to our working classes and raise the rate 
of wages — in fact, enhance the efficiency of the nation. On the 
other hand, the Liberals maintain that tariff reform is merely 
another name for protection, that the great trade now enjoyed 
by England and the high measure of prosperity to which it has 
attained have been built up by free trade, that protection in- 
stead of increasing the efficiency of the nation will render it 
less efficient, and that what is needed is social reform, by means 
of which the welfare and the efficiency of the working classes 
will be increased. Further, the Liberals point out that protec- 
tion, which includes the taxation of food, would be especially 

1 Address delivered before the Academy of Political Science, at Columbia University, 
October 31, 1909. 
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oppressive to the working classes and would not increase their 
efficiency, and that the system of taxation which for the past 
sixty years has stood the test of time and of difficulty cannot 
well be improved upon. That system is the taxation of lux- 
uries. 

For those of you who are not familiar with taxation in Eng- 
land I would state that in the last fiscal year, to March 31, 
1909, the amount of revenue collected was about £151,578,000, 
of which £26,037,000 came from the post office, crown lands, 
Suez Canal shares etc., and the remainder, £125,578,000, was 
raised by taxation. Of this latter amount, £21,417,000 was 
raised by a duty upon spirits, £12,691,000 by a duty upon beer, 
£13.823,000 by a duty upon tobacco and snuff, £1,120,000 by 
a duty upon wine and £3,113,000 by licensed duties, mainly 
upon licensed premises for the sale of alcoholic beverages. 
These items of luxury thus yielded a revenue of about £52,- 
164,000 or 41 per cent of the total taxation. Of the balance, 
£33,930,000 or 27 per cent of the total was raised by a tax 
upon incomes, and £18,370,000 or nearly 15 per cent of the 
whole was obtained from death duties or, as you would term 
them, inheritance taxes. Nearly £8,000,000 or six per cent of 
the total was raised from stamps. These stamp duties include 
cheque duties, stamps on deeds, bonds and contract notes, taxes 
on patent medicines, cards etc. and on numerous other things upon 
which stamps have to be placed in order to make them legal. Of 
the remainder, £2,630,000 is raised by a tax upon land (£730,- 
000) and a duty upon inhabited houses (£1,900,000). Duties 
aggregating about £10,000,000 are placed upon semi-neces- 
saries, viz., tea, sugar, coffee, cocoa, currants, raisins and figs. 

You will see, therefore, that apart from one or two items 
which may be regarded as semi-luxuries, necessaries are entirely 
untaxed. There is no taxation of wheat, maize, cattle, beef, 
butter or any other article of food except those I have enumer- 
ated, and all raw materials and manufactured articles are ad- 
mitted free. 

When you consider that in a year of crisis — a year in which 
the revenues of the United States greatly contracted and those 
of other countries also declined heavily — the United Kingdom 
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was able to raise a revenue of £15 1,000,000, showing (after 
allowance is made for taxation remitted) a small increase over 
the revenue of the preceding year, you will appreciate that the 
nation is in a very strong and flourishing condition. Under our 
existing system of taxation we can rely upon an expansion of 
about two per cent in our revenue in years of normal trade 
activity and no contraction in periods of trade depression. 

The objects upon which this vast revenue is expended are as 
follows. Upon our army we expended last year £26,840,000, 
and upon our navy, £32,188,000 — a total sum for defence of 
£59,028,000; upon civil services, £32,338,000; upon the 
customs and inland revenue services, £3,320,000; upon the 
post-office services, £18,113,000; in relief of local taxation, 
£9,824,000; for miscellaneous consolidated-fund services, £1,- 
669,000, and upon the national debt, £28,000,000. Of this 
last mentioned sum, nearly £10,000,000 was applied to debt 
redemption and only £18,000,000 was expended for interest 
and management. It is our practice in normal times to make 
provision for the redemption of our great debt, which amounts 
to £754,000,000 and has been incurred for the most part for 
defensive purposes. Beyond the £10,000,000 of sinking fund 
charged upon the consolidated fund, an additional £2,000,000 
was charged upon the army and navy votes in order to redeem 
the debt created on account of barracks, naval harbors etc., so 
that the total sum applied out of last year's revenue to debt 
redemption was about £1 2,000,000. The present government 
has succeeded in redeeming a larger amount of debt than any 
other government that we have had. In the short space of four 
years about £47,000,000 of debt has been redeemed. 

From the point of view of the ability of a nation to raise 
additional revenue if necessary, no country is stronger than the 
United Kingdom. Without any taxation of actual necessaries 
the country is paying off about £10,000,000 of debt each year. 
In a great emergency it might become essential to tax neces- 
saries, in which case we should be able to raise a very large 
additional revenue without difficulty. Of course, in a period of 
war everyone, rich or poor, will gladly contribute to the national 
funds and will willingly submit to the taxation of necessaries as 
well as of luxuries. 
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Before I pass on to the special features of the present bud- 
get, I would direct your attention for a moment to the division 
of the revenue between what we term " direct " and " indirect " 
taxation. By indirect taxation is meant those taxes that are 
paid unconsciously, as, for instance, the duties upon spirits, beer, 
wine, tobacco, tea, sugar etc. These duties are covered by the 
terms " customs " and " excise." Customs revenue is the revenue 
collected from duties charged on goods imported, and excise 
revenue — which you would term internal revenue — is collected 
from the same commodities produced at home. In the last 
fiscal year the customs revenue was £29, 200,000, and the excise 
revenue was £33,650,000 — a total of £62, 850,000. By direct 
taxes is meant those duties which are directly and consciously, 
though not always conscientiously, paid by the taxpayers. The 
estate or death duties yielded £18,370,000; the land tax and 
house duty, £2,630,000; and the property and income tax, 
£33.930»000 — a total of £54,930,000. Of the stamp duties, 
yielding £7,770,000, about one-half should be assigned to indi- 
rect taxes and the other half to direct taxes. The tax upon 
patent medicines, for instance, is obviously an indirect tax ; the 
taxes on receipts, cheques etc. and other penny-stamp duties 
are also of this nature; and the tax on playing cards comes 
under the same category. On the other hand, companies' loan 
and capital duty is obviously a tax upon capital and is paid by 
those to whom the capital belongs. The tax upon foreign cer- 
tificates and share warrants is also a tax upon capital. Applying 
one-half of the income from stamp duties to indirect taxation 
and the balance to direct taxation, indirect taxation amounts to 
£66,700,000 and direct taxation to about £58,800,000. 

The indirect taxation of the country is, of course, paid by the 
great mass of the people, whereas the estate duties and income 
taxes are paid by those possessing property or enjoying an 
income of over £160 a year. The income of those who pay 
income taxes amounted last year to about £850,000,000, and 
the income of those who do not pay income taxes was about 
£900,000,000. After making allowance for the fact that a 
portion of the indirect taxation of the country is paid by those 
who possess accumulated wealth and who are rich enough to 
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pay income taxes, the proportion of income appropriated to 
taxation is about the same in the case of the poor as in the case 
of the income-tax-paying classes. 

I would ask you to note here that the number of persons who 
pay income taxes is officially calculated to be about 1,250,000, 
which, assuming an average of five persons to the family of each 
person paying the income tax, means that the income-tax- 
paying class includes only 6,250,000 persons out of a popula- 
tion of about 45,000,000. Thus nearly one-half of the nation's 
income is received by less than 14 per cent of the population, 
and only slightly more than one-half of the nation's income is 
received by the remaining 86 per cent of the population. 

Further, I would ask you to note that the wealth of Great 
Britain is estimated by Sir Robert Giffen, and also by myself, 
to amount to over £1 6,000,000,000 — and I calculate that it 
increases at the rate of 100 per cent every 33 years — and that 
this great wealth is owned almost entirely by 14 per cent of the 
population. This is the condition at the present time from the 
mere arithmetical point of view. A few persons are accumu- 
lating wealth at a very rapid rate, and the wages of the masses 
are so low that they are able to make only the smallest provi- 
sion against misfortune and old age. 

It may assist you in the understanding of the problems which 
we in the United Kingdom have to solve, if I give you some 
indication of the manner in which the wealth of the country is 
distributed, as shown by the rental values of the houses in which 
our people dwell. In the latest year for which information is 
available, 1907-08, the number of dwelling houses was a little 
more than 8,000,000. In the following table these are classified 
according to rental values. 

Houses in the United Kingdom 



Number 


Percentage 


Rental value 


3.162,752 


39-4 


under ^10 


1.985.639 


24.8 


;£io and under £15 


964.345 


12 


^15 and under ^20 


1,318,645 


16.4 


,£20 and under £40 


593.237 


7-4 


^40 and over 



8,024,618 100. 
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This table shows that out of a total of 8,024,618 dwellings 76.2 
per cent were of a rental value of less than ^20 a year; 16.4 
per cent were of a rental value of between ^20 and ^40 ; and 
only 7.4 per cent were worth more than £40 a year. The 
rentals paid closely reflect the incomes of those who live in the 
houses. 

From these and other data it is well known that the greater 
portion of our wealth is possessed by comparatively few per- 
sons, and that the bulk of the people of the country experience 
great difficulty in saving even moderate sums by way of pro- 
vision against misfortune arising from trade depression, ill 
health, premature death or old age. 

This situation is recognized by both parties in the state. 
Conservatives and Liberals alike are united in admitting the 
necessity of making better provision for our wage earners in 
periods of misfortune ; and I would ask you to note that early 
in 1908 the Conservative members in the House of Commons 
moved an amendment to the address, regretting that no mention 
of old-age pensions had been made in the king's speech. In 
defeating the amendment the Liberal government for the first 
time indicated its intention of dealing with the matter in the 
ensuing budget. 

Thus you will recognize that we all — Liberals and Conserva- 
tives alike — admit the necessity of making better provision than 
hitherto for our aged poor. At the present time the nation is 
spending a vast sum upon the relief of the poor. In 1908 the 
sum expended for this purpose was ^17,717,132. Last year 
the number of paupers in the United Kingdom in receipt of 
relief, indoor and outdoor, was about 1,135,000, representing a 
proportion of about 250 per 10,000, or nearly two and one-half 
per cent of the whole population. The greater portion of these 
poor persons are old people unable to work. The adult able- 
bodied constitute only a small percentage. In England, out of 
248,000 indoor paupers 50,000 are able-bodied, and out of 
546,000 outdoor paupers 71,000 are able-bodied. As you are 
aware, the operation of our poor laws has recently been sub- 
jected to a long and exhaustive investigation by a royal com- 
mission, whose inquiries have resulted in one of the most 
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voluminous reports, if not the most voluminous report, ever 
issued by such a commission. The effect of the investigation 
is likely to be a total change in our methods of affording relief 
to the poor of our land. There is in fact no doubt that, 
although old-age pensions were introduced before the Poor 
Law Commission had made its report, the government was 
acquainted with the evidence furnished to that commission and 
also with the probable tenor of its report, and that the introduc- 
tion of old-age pensions was the direct result of the deplorable 
condition of things revealed by that investigation. I would 
specially ask you to note that at the present time the country is 
bearing an expenditure of about ;£ 17,000,000 for poor law 
relief — a sum largely expended in assisting the aged poor. 
The old-age pensions that have been introduced provide for the 
payment to persons of over 70 years of age of a maximum sum 
of five shillings a week, the rate of pension declining as income 
increases in order that the maximum income and pension shall 
not exceed 13 shillings per week. This pension is granted, 
apparently, without any contribution whatever from those who 
receive it. I advisedly say " apparently," because you will 
appreciate that no one can live upon five shillings a week, and 
that, if any person is to enjoy the pension and remain out of 
the workhouse, he must by his own efforts or by the contribu- 
tions of his children supplement the pension by such a sum that 
he can maintain himself. Therefore, although those receiving 
the pension do not contribute to the government's pension fund, 
contribution to their support is made by them or by others in 
order to render the government's pension adequate for their 
maintenance. A great deal has been said about the ill effect of 
granting old-age pensions on a non-contributory basis ; but the 
persons having experience in this matter realized that a con- 
tributory scheme was practically impossible, and that, by keep- 
ing down the rate of pensions, a stimulus would be given to the 
masses to provide the balance of the income required to main- 
tain themselves in their old age. Thus, although from one 
point of view the scheme is non-contributory, from a practical 
point of view it is contributory. 

In comparison with the existing system of poor law relief a 



130 POLITICAL SCIENCE QUARTERLY [Vol. XXV 

pension system has one especial advantage. As matters stand 
at present, a person cannot obtain poor-law relief until he is 
practically penniless. This usually involves the breaking-up of 
the homes of the old people and their incarceration in great 
barracks, in which they do nothing. By means of the old age 
pensions, which will supplement their own earnings and their 
savings, they will be able to maintain themselves in their homes 
and will therefore contribute to a very considerable extent to 
the wealth of the country. By continuing to do the work which 
they are capable of doing, instead of sitting in profitless idle- 
ness, they will create additional wealth ; and I anticipate that 
the wealth created by these old people maintained in their own 
homes will be much in excess of the sum needed to provide 
them with pensions. Further, I would ask you to note that not 
only do they do no profitable work at present in what are 
euphemistically termed " workhouses," but they are costing the 
nation much more than five shillings per week per head for 
maintenance. Calculations have been made on behalf of the 
government which show that in the course of time the saving in 
poor-law expenditure will be nearly equal to the sum granted 
out of the imperial exchequer for old-age pensions. If this 
calculation be verified by experience, and I think it will be 
verified, then the granting of old-age pensions will leave us with 
a large amount of wealth to the good in consequence of the 
work done by these old people in their own homes. In fact, as 
far as I am able to gauge the matter, the granting of the pen- 
sions will tend to stimulate thrift and self-respect and will not 
have the effect of undermining the independence of our people. 
At the time that this condition of affairs became so strongly 
appreciated through the evidence given before the Poor Law 
Commission, another commission, or rather a select committee, 
was appointed to inquire into the income tax. The evidence 
placed before this committee was of striking character. It 
showed that the number of persons paying income tax was only 
1,250,000, and that the income of a few thousand persons 
amounted to several hundreds of millions sterling. Thus we 
had brought into juxtaposition the exceeding poverty of great 
numbers of the people of our country and, on the other hand, 
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the enormous wealth of a small number. Consequently it be- 
came apparent to everyone who followed the course of public 
affairs that the existing situation was dangerous both to the state 
and to the weathy classes themselves, and that something must 
be done in order to diminish the worst evils from which the 
masses of our countrymen suffer. 

Unfortunately at this time other nations developed a policy 
of actively expanding their naval armaments ; and the policy 
which we held to be essential to our welfare, that of maintaining 
a fleet equal to the combined fleets of the two next strongest 
powers, compelled us to increase our expenditures upon the 
navy and to make preparations for spending still greater sums 
in the future. This policy has involved an increase of £3,000,- 
000 in our naval expenditure of the current year, and it will 
increase by another sum of about £7,000,000 our naval ex- 
penditure of next year. 

Thus the situation which the chancellor of the exchequer 
had to face was to provide the money required for old-age 
pensions and for the increase of our navy, a sum in all of nearly 
£20,000,000. 

Before going further I ought perhaps to state that the grant- 
ing of old-age pensions is only a portion of the scheme of social 
reform. The government's plan is to endeavor to diminish the 
worst evils from which our masses suffer and to prevent that 
economic waste which now results from misfortune. The chief 
misfortunes are: (1) old age, with which I have already dealt; 
(2) inability to get work, owing to trade depression or other 
causes; (3) incapacity to work in consequence of ill health; 
(4) the loss which the family suffers from the death of its 
bread-winner. The government proposes to grapple with all 
these problems and, in doing so, to diminish the great economic 
waste that is now taking place. In the first place, an effort is 
to be made to prevent men remaining out of work because of 
restricted opportunity of finding employment. An act has 
already been passed which makes provision for the creation in 
various parts of the country of labor exchanges, on the books 
of which members of the trades most exposed to fluctuations 
are to be registered. The groups of trades are housebuilding 
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and works of construction, engineering, machine and tool- 
making, ship and boat-building, vehicles, sawyers, and general 
laborers working at these trades. The members of these trades 
number altogether 2,500,000 adult males, roughly about one- 
third of the total population of the three kingdoms engaged in 
purely industrial work — including in industrial work commer- 
cial, professional and domestic service. The benefits are on a 
somewhat lower scale and are given for shorter periods than 
those which the stronger trade unions pay at the present time. 
These benefits will afford a substantial weekly payment for a 
period which will cover by far the greater portion of the aver- 
age period of unemployment for all unemployed persons in this 
great group of insured trades. The funds needed for this pur- 
pose will be provided partly by the workmen themselves, partly 
by their employers and partly by the state. You will recognize 
the great advantage to the community of a system of contribu- 
tory insurance which will enable the homes of our working 
classes to be kept together in periods of trade depression and 
ill health, and which will also assist the mothers of families to 
maintain their children in the event of the death of the bread- 
winner, without that pressure of poverty and condition of semi- 
starvation to which they are now frequently exposed. 

There is another phase of this question to which I wish to 
call your attention. If we are to maintain the position we have 
hitherto held in the manufacturing, commercial and banking 
worlds, it is of the utmost importance to the state and to em- 
ployers that education should be as highly developed and as 
thorough in England as in neighboring states. The Poor Law 
Commission to which I have referred has unanimously recom- 
mended the extension of the school age for children, and both 
the Conservative and Liberal parties are in unison in desiring to 
carry this recommendation into effect. There are, however, 
very great obstacles to be overcome, and the greatest of all is 
the suffering which the passage of a law requiring children to 
remain at school until they are fifteen or sixteen would entail 
upon a great number of families. A few years ago I made 
inquiries, among persons well acquainted with the working 
classes and in favor of educational progress, as to the possibility 
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of extending the school age, and the replies I received were to 
the effect that in existing circumstances the period of school 
attendance could not be lengthened, as such a measure would 
be an act of cruelty to vast numbers of people. You will realize 
that persons whose wages are no more than are required to 
meet their pressing necessities, and who are exposed from time 
to time to periods of lack of work, to ill health and to widow- 
hood, cannot be required to keep their children at school 
beyond the age of thirteen or fourteen. At that age most of 
the children in the elementary schools leave school and obtain 
work which brings the family an income of five, six or seven 
shillings per week. To a family whose total income is no more 
than a pound per week, the assistance afforded by an extra £13 
per year after a child reaches the age of thirteen is very great, 
and the passage of a law requiring children to remain at school 
for another two years would inflict upon these poor people a 
severe annual loss. Thus the task of educating our people to 
the required standard is for the moment blocked by evils which 
apparently can be remedied. With the introduction of out-of- 
work, invalidity and widowhood assurance, these evils will be 
largely remedied, and the greatest obstacle to the improved 
education of the masses of our people will be removed. In my 
opinion, the advantage to the country and to employers of 
making our people more efficient is incalculable. The money 
expended upon their education will, I am convinced, yield fruit 
a thousandfold. 

The three essentials to a nation's progress are ( 1 ) an efficient 
people; (2) an adequate supply of capital; (3) an adequate 
increase in population, providing additional numbers of efficient 
laborers to make use of the capital. In England we enjoy a 
very large supply of capital. I have already told you that I 
calculate our wealth at over ;£i 6,000,000,000. It is growing at 
the rate of about two per cent a year, and our savings this year 
will be nearly £3 50,000,000. Thus, from the point of view of 
our capital supply our future is assured. Relatively to the 
past, our people are more efficient than they have ever been, 
either actually or in proportion to population. The great num- 
ber of persons at present unemployed is largely due to the rapid 
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introduction in recent years of labor-saving appliances, which 
have increased the output per man and have diminished the 
number of men required to produce a given quantity of wealth. 
Therefore we have a surplus supply of labor upon which to 
draw in the coming years. In this country you had a similar 
condition of things in the later nineties, when you were over- 
hauling your methods of production in every direction and were 
seeking to increase your wealth output per individual in quite 
an unexampled manner. We have been passing through a 
similar period in the last few years, and, in consequence of the 
improved machinery which we have introduced, the amount of 
wealth produced per head is now much greater than it has ever 
been. But the increase in the efficiency of the United States 
and of Germany requires additional efficiency on our part; and 
it is of the utmost importance that we should secure this by 
improving the education of our people and by seeking to give 
them some kind of a technical training before permitting them 
to leave our schools. One of the principal objects of the 
budget is to render this possible. 

This is the situation as it existed when the chancellor of the 
exchequer introduced his present budget. He had to make 
provision for the payment of old-age pensions, involving a total 
sum of about £9,000,000; he had to make provision for an 
additional expenditure upon the navy of about £3,000,000; he 
had to make provision for a further increase in the navy next 
year, involving an additional expenditure of about £7,000,000 ; 
and he had to consider how it would be possible in the more 
distant future to secure the revenue needed to provide the 
state's contribution to unemployment, invalidity and widowhood 
assurance. The budget he has produced is the result of his 
deliberations. Apparently he has in the one budget made pro- 
vision not only for the revenue of the current year but for the 
greater portion of the additional expenditure he anticipates 
when all the social reform proposals I have outlined are placed 
before the country. The question which he had to ask, and 
which we, the people of England, have to consider, is : Who 
shall bear the burden of the additional taxation ? In the past, 
as I have shown, we have sought to tax the luxuries of our 



No. I] THE BRITISH BUDGET AND SOCIAL REFORM 135 

people, whether consumed by the rich or by the poor. In the 
present budget the chancellor of the exchequer has followed 
the policy which in the past has proved so efficacious in raising 
revenue and which has contributed so materially to the welfare 
of the state. 

The estimated expenditure of 1909-10 was placed at £165,- 
469,000 ; the revenue on last year's basis of taxation was calcu- 
lated to reach only £1 48,390,000; and a deficit of roughly 
£17,079,000 had to be covered. In order to meet this situa- 
tion it was proposed to reduce the sums appropriated to sinking 
fund from an aggregate of over ;£i 27,000,000 to about £97,- 
000,000, and to raise ;£ 14,200,000 in the current year by 
additional taxation. Of this latter sum practically one-half is 
to be raised by indirect taxation — a taxation which will fall 
upon the masses and will maintain the existing proportion of 
direct and indirect taxation. Indeed, it is generally considered 
that the chancellor of the exchequer has underestimated the 
yield of the new indirect taxation, and that the sum which will 
be realized by the proposed duty upon spirits and by the pro- 
posed license duties will be much greater than he looked for. 
It is proposed to increase the duty upon spirits by 3* gd per 
gallon, upon tobacco by 8d per lb, and largely to increase the 
duties upon licensed premises for the sale of alcohol. These 
taxes the publicans are passing on to the consumer through 
increases in the prices of beer and spirits. The balance of the 
sum required is to be obtained by more steeply graduating the 
estates duties. The maximum and the minimum duties are to 
remain unchanged ; but, whereas hitherto the maximum of 1 5 
per cent has been charged upon estates of £3 ,000,000 and 
over, it is now to be charged upon estates of ;£ 1,000,000 and 
over. A small increase has also been made in stamp duties. 
The taxation upon incomes has been raised from one shilling 
in the pound (five per cent) to is 2d (5! per cent) in respect 
of " unearned incomes " received from interest and profits on 
capital of all kinds and in respect of " earned incomes " of over 
^3000 a year. The duty on " earned incomes " between 
£2000 and ^3000 will remain at one shilling in the pound, 
while the duty on " earned incomes " of less than £2000 will 
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remain at gd in the pound (3 1 per cent). A supertax of 6d 
in the pound (2i per cent) is also to be imposed on incomes of 
over J65000 a year upon amounts in excess of £3000. Be- 
yond these additional taxes a change has been made in the 
system of land-value duties. It is proposed to place a duty of 
20 per cent upon the increase in the value of land, a duty of 
one-half penny in the pound (about one-fifth of one per cent) 
on the capital value of undeveloped land and a reversion duty 
of 10 per cent on benefits accruing from termination of leases. 
The sum expected to be realized from these duties in the cur- 
rent year was placed at only ^500,000, but this sum is expected 
to expand from year to year. You will understand that the 
increment duty of 20 per cent is a matter of the future only. 
Land is to be valued at the present time, and a 20 per cent 
duty is to be placed upon the future increment in the value, 
dating from the time at which the valuation is made. How 
much this tax will yield in the future it is difficult to estimate, 
but, having regard to the enormous advance in the value of 
urban land in the past and the probable further great increase 
in the future, the tax should ultimately be a productive one. 
We have in our country a population of 45,000,000, which is 
growing at the rate of about one per cent or 450,000 a year. 
Our wealth is doubling about every thirty-three years, and 
the value of land seems to rise just about in proportion to the 
growth of wealth ; that is to say, as we grow richer we can 
afford to pay a higher price for our land, and we have to pay it. 
Hitherto the unearned increment from land has entirely escaped 
taxation. Not infrequently it happens that land is let for a 
period of years at a very low rental in expectation of a great 
increase in value during the period of the lease. During this 
period the increment in value escapes the income tax, which is 
imposed only upon the income actually received from year to 
year. 

There is another provision in the budget which apparently 
accounts for a great deal of the violent opposition which it has 
encountered. To arrive at the increment in the value of land a 
valuation of property is essential, and those persons who possess 
property are strongly opposed to any such valuation. The 
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exact grounds of their opposition are not very apparent. Orig- 
inally the government proposed that the valuation should be 
made at the expense of those possessing property ; but, in view 
of the statements that were made as to the burden that would 
thus be thrown upon owners of property, the government agreed 
to throw the cost of the valuation upon the exchequer. This 
concession has not diminished the opposition to the proposal. 
Personally I am at a loss to understand the reason for the 
objection to the proposed valuations. Some persons affirm that 
the objection arises from the fact that a very large number of 
estates have not been revalued for taxation and rating purposes 
for many years, that at present they are undervalued, and that 
revaluation will mean that much larger sums will have to be 
paid not only in taxes but also in rates for local purposes. 

I have endeavored to give you the main lines of our budget 
and of the measures for social reform contained in the pro- 
posals. I have examined these proposals critically, for the 
purpose of ascertaining whether they are likely to affect the 
independence of our people or the welfare of either poor or 
rich ; and the conclusion to which I have come is that they are 
proposals which should commend themselves to rich and to 
poor alike. By diminishing the waste that results from the 
existing condition of affairs, the wealth of the nation will be 
largely increased ; and by increasing the efficiency of the nation, 
which is the main object of the proposals, the wealth both of 
the poor and of the rich will expand at a much greater rate in 
the future than in the past. These measures, I am convinced, 
will assist Great Britain to hold her own in the march of pro- 
gress and will enable the British Empire to maintain a high 
place among the nations which are doing so much for the civ- 
ilization and for the happiness of the world. 

George Paish. 

London, England. 



